
FosTEnSwrFT
FoSTER SWIFT CoLLINS & SMITH PC II ATToRNEYS

iJOCI(TT FILE COPY ORIGINAL

Lansing I Farmington Hills I Grand Rapids I Detroit I Marquette I Holland

October 17,2013

ReceNe0 
& \nrPseted

OeT 1 B tCI13

FCC Mail Roonr

Ronald D. Richards Jr.
P: 517.371.8154 R: 517.367.7 154

RRichards@fosterswift . com

313 S. Washington Square
Lansing, MI 48933-2193

Via Federal Express

REDACTED - FOR
PTIBLIC INSPECTION

Marlene H. Dortch, Secretary
Federal Communications Commission
Office of the Secretary
9300 East Hampton Drive
Capitol Heights, MD 20743

Dear Ms. Dortch:

Re: FCC Form 481 - Chapin Telephone Company
lltC Docket Nos. 10-90 and I1-42 (Eligible Telecommunications Catiers)

Enclosed please find five (5) complete copies of the following for filing on behalf of Chapin Telephone
company pursuant to the FCC's Public Notice of August 6,2013, in this matter:

1. The completed FCC Form 481 with the certification and the required attachments that are part of
Chapin Telephone Company's completed FCC Form 481 [310694mi510;310694mi610;
310694mi1210; and 310694mi30261 (Confidential version that was e-filed with USAC)I;

2. Chapin Telephone Company's financials (3 10694mi 3026),which contain Confidential
information and therefore are being filed as Confidential pursuant to paragraph 4 of the FCC's
Protective Order decision, 27 FCC Rcd 14231 (Released November 16,2012) (the FCC
Protective Order);

3. Redacted versions of Chapin Telephone Company's financials (310694mi3026),pursuant to
paragraph 4 of the FCC Protective Order.

Because Chapin Telephone Company's financials are confidential, we are also mailing two (2)
Confidential versions of the financials (310694mi3026) to Charles Tyler as well pursuant to paragraph
4 of the FCC Protective Order.
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If you have questions, please call me.

Sincerely,

RDRjlm

Enclosures

cc dencs:

FOSTER

il/,
Ronald D.

*,i,:i;7\&SMITHPC

Richards Jr.

charles Tyler (2 conftdential versions of the financials (3 1 0694mi 3026 only)
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McCartney & ComPanY, P.C.

Cer tifi ed Pub I ic Acc ountanls

2l2l University Park Drive,
Suite 150 'Okemos, Michigan 48864

Telephone (517) 347-5000
Fax (5 1 7) 347 -5007

Jeflery A. Invin, CPA
Edward B. Rebman, CPA

Susan J. Schanski, CPA

To the Board of Directors
Chapin TelePhone ComPanY
Chapin, Michigan

we have reviewed the accompanying balance sheets of chapin Telephone qglpan{ (a corporation aE q

wholly owned subsidiary of Chapin communiciliJns, lnc.;, as oi December 31, 2012 and 2011, and the related

statements ot income,tnrng.J in iiocrnotoJi eduitv,'ind cash.flows for the years then ended' A review

includes primarily apptying analytical proceoures io inrn"g.*ent's financial dita and making inquiries of

company management. { revieriv is suustanGrrv r"r. ln siope than an audit, the objective of which is the

expression of an opinion idg*di"g ffre Rnanciat stltements as i whole, Accordingly, we do not express such an

opinion,

Management is responsible for the preparation and fair presentation of the financial statements in accordance

with accounting principds g"n"raily'a"""pted in the Unitbd states of America and for designing, implementing,

and maintaining internal coitrol relevant tb the ,r;paration and fair presentation of the financial statements'

our responsibility is to conduct the review in accordance with statements on standards for Accounting and

Review services issueo uv ine nmerican rnsiitutJot certified Public Accountants. Those standards require us

to perform procedures to dbtain limited assurance that there are no material modiflcations that should be made

to the financial statements. We believe that the results of our procedures provide a reasonable basis for our

report.

Based on our reviews, we are not aware of any material modifications that should be made to the

accompanying financiaL'statements in order r"iin", to be in conformity with accounting principles generally

accepted in the United States of America'

fut cCartnry st Qomparry, 8. C,

September 18, 2013

INDEPENDENT ACCOUNTANT'S REVTEW REPORT
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Chapin TelePhone ComPanY

Elsie, Michigan

Balance Sheets
As of December 31. 2012 and 2011

ASSETS
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2012 2011

Current Assets
Cash and cash equivalents
Temporary investments
Due from subscribers
Accounts receivable - Affiliate
Accounts receivable - Access caniers
lnterest receivable
lnventory
Prepaid expenses

Total Current Assets

Other Assets
lnvestments
lnterest receivable - Noncurrent

Total Other Assets

Plant. Property and EquiPment
Plant in service
Less: Accum ulated dePreciation

Net Plant, ProPefi and EquiPment

TotalAssets

- see accompanying notes and independent accountant's review report'
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PT]BLIC INSPECTION



ReeelvuU * rtrsPeated

0gT 1 I tU13

FCC Mail Room

2011

Current Liabilities
Accounts payable - Trade
Accounts payable - Access carriers
Other cunent liabilities

Total Cunent Liabilities

Deferred Taxes
Deferred state income taxes
Deferred federal income taxes

Total Deferred Taxes

Stockholder's Equitv
Capital stock, $ stated value, 10,000 shares
authorized, 120 shares issued and outstanding
Additional paid-in capital
Retained earnings

Total Stockholde/s Equity

Total Liabilities and Stockholde/s Eouitv

LIABILITIES AND STOCKHOLDER'S EQUITY

2012

- See accompanying notes and independent accountant's review report -
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Chapin Telephone ComPanY
Elsie, Michigan

Statements of lncome
For the Years Ended December 31. 2012 and 201 1

2012

Recetved & lnspeeted
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FCC Mail Room

2011

OperatingRevenues
Localservice
Access revenue
Miscellaneous
Bad debt expense

Total Operating Revenues

Operatino Expenses
Plant specific
Plant non-specific

Network and other
Depreciation

Customer operations
Corporate operations

Total Operating Expenses

Net Ooeratino Revenue (Exoenses)

Operating Taxes (Benefit)

Federal income tax benefit
State income tax (benefit)
Other operating taxes

Total Operating Taxes (Benefit)

Net Operating Loss

lnterest income
Non-operating federal income tax expense

Net lncome $$=:===::

- See accompanying notes and independent accountant's review report -
REDACTED - FOR

4 PUBLIC INSPECTION



Chapin Telephone Company
Elsie, Michigan

Statements of Changes in Stockholder's Equity
For the Years Ended December 31. 2012 and 201 1

Additional
Paid in Retained
Capital Earnings

$$

- See accompanying notes and independent accountant's review report -

Total
Capital
Stock

Balance at
January 1,2011

Net income

Balance at
December 31,2011

Net income

Balance at
December 31,2012

REDACTED - FOR
PT'BLIC INSPECTION



Chapin Telephone Company
Elsie, Michigan

Statements of Cash Flows
For the Years Ended December 31. 2012 and 201 1

2412

-t___*_
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2011

Ooeratino Activities
Net lncome
Adjustments to reconcile net income

to net cash provided by operations:
Depreciation
Provisions for deferred taxes
Reinvested interest income
Changes in operating assets and liabilities:

Accounts receivable
lnterest receivable
lnventories and prepaid expenses
Accounts payable and other cunent liabilities

Net Cash Flows Provided by Operating Activities

lnvestino Activities
Purchases of plant, property and equipment

Net Cash Used in lnvesting Activities

Cash and Cash Equivalents - Beoinning

Cash and Cash Eouivalents - Ending

- see accompanying notes and independent accountant's review report -
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Chapin Telephone Company

Notes to Financial Statements

1. Summary of Sionificant Accountinq Policies

Chapin. Telephone Company is a wholly owned subsidiary of Chapin Communications, lnc. and is
located in Shiawassee County in the State of Michigan. Tne Combany's major busineds activity is
providing local telephone exchange service and accdss to the publib svi'itcned telephone networ(.

The Company grants credit to customers, substantially all of whom are local residents. Additionallv.
the Comp-any grants credit to interexchange carriers for access to the public switched telephorid
ftetwg+. Approximately, o/o of the Company's operating revenue is recejived from access revenue
rom tnlerexcnange carners.

The Company rarely requires collateral from either its customers or telecommunications providers,
Accordingly, failure to collect on these accounts would result in a direct loss of the'amounts
uncollected. However, a portion of these losses would be recoverable throuqh the settlement
process described below. The Company generally does not hold financial insfruments with off-
balance-sheet credit risk.

The accounting records of the Company are maintained in accordance with the Uniform Svstem of
Accounts for Class A and B Telephone Companies prescribed by the Michigan Public'Service
Commission, which conform to acbounting prihciples generally accepted in th! United States of
America.

Preparation of _the. Cgmpqny's financial statements in conformity with accounting principles
generally accepted in the Unifed States of America requires the usr! of management'E eistimdtes,
primarily related to collectibility.of receivables, access reVenue -settlement amouits and depreciabld
lives of plant, property and equipment. Actual results may vary from these estimates.

Compensation for interstate access services was received throuqh tariffed access charoes filed bv
the National Exchange Carrier Association (NECA) with the Fed-eral Communications Clommissioi
(FCC) on behalf of the member companies. Thesb access charqes are billed bv the Comoanv to
the interstate interexchange carrierS, and pooled with like reirenues from ait rugCR rhenioer
companies. The portion of the pooled access charge revenue received by the Company is based
upon its costs of providing interstate access servicd, plus a return on the'investmenl deidicated to
providing that service. The Company recorded interbtate and intrastate true-ups of orior vears'
estimated access settlements that halC the effect of decreasing net income by $' and $
for2012 and 2011, respectively.

lntrastate and local access revenue is based on charges billed under the Comoanv's intrastate
access tariff or interconnection agreements. These rEvenues are dependent upoir actions of
interexchange carriers over which the Company has no co.ntqo!. lt is po'ssible that'changes could
occur that would cause a significant impact dn the Company's future revenues.

Revenues are recognized when earned, regardless of the period in which they are billed.

Cash and cash equivalents includes cash and shortterm, highly liquid investments with original
maturities of three months or less. lnvestments with original malurlties'of three to twelve months-are
classified as temporary cash investments.

There were no cash payments for interest in 2012 and 2011, and all federal and state income taxes
are paid by the Company's parent corporation.

It is the policy of the Company to expense all advertising costs as incurred. Sales, use and excise
taxes collected from subscribers are presented on a net 5asis.

lnventory consisls of materials and supplies for additions and maintenance of the telephone plant
and. equipment for resale. lnventory is priced at the lower of cost or market on a firdt-in firdt-out
basis.

REDACTED - FOR
PUBLIC INSPECTION



Chapin Telephone Company

Notes to Financial Statements

1. Summarllof SignificantAccountino Poticies (Continued)

Certificates of Deposit

Citizens Bank:
Certificate #1 - matures 07t01t13 (5.00% at
December 31,2012 and 2011)

Certificate #2 - matures 08/08/13 (5.00o/o at
December 31,2012 and 2011)

Certificate #3 - matures 06127113 (4.89o/o at
December 31,2012 and 2011)

F & M Bank:
Certificate #1 - matures 02110t13 (0.60% and
2.89o/o at December 31,2012 and 2011,
respectively)

Other lnvestments

Great Lakes Comnet

Total lnvestments
Less: Current Portion

Total Long-Term lnvestments

2012 2011

The Company's investment in Great Lakes Comnet consists of non-controlling stock ownership
interest and [s recorded at cost as it is not publicly traded and the market vSlue is not readily
determinable.

lnterest earned on certificates of deposit is not included in the cost of the investment until date of
maturity. Accordingly, interest receivhble in the amount of g and $ ' -' 

.yas recorded at
December 31,2012 and 201 1 , respectively.

REDACTED - FOR
PUBLIC INSPECTION
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The balance in due from suhseribers is presented net of the allowance for uncollectibles. The
allowance waq $ and $ at Deiember 3'1,2012 and 2011, respectively. For alL other
accounts,receivable, no allowance for doubtful accounts was determined'to be hecessary. The
company's estimates are based on historical collection experience and a review of the cunent
slatus of accounts receivable. Trade receivables are carried'at their estimated collectible amounts.
Trad.e credit is generally extended or a short-term basis; thus trade receivables do not Oear interesi,
and the Company does not apply a finance charge to past due receivables.

The Company's ca.sh il!.lgqporary inv.estment accounts are subject to the Federal Deposit
lnsurance. Corporation (FDIC) insurahce limit of $250,000. At variou"s times during the yeai the
company's cash and temporary investment account balances exceeded this amouni in the normal
course of business. At Drjcember 31, 2012. the cash and temporary investment account natanCes
9.rye9d9d this limit by approximatety g . Other invdstmehts are not covered by FDIC
tnsurance.

lnvestments

Bank Certificates of Deposit are .included in.investments in the accompanying financial statements.
lnvestments are stated it cost, which approximates market value.

lnvestments consisted of the following at December 31:



Chapin Telephone Company

Notes to Financial Statements

3. Plant. Property and Eouioment

Additions to olant and replacements of significant units of property are capitalized at original cost.\Mren olant 'is retired, iis cosi-id-remoVeo 
-tniin 'iii6 

Isi'e-t'account ario cnirgei against thedepreci'ation reserve 1ciset4gi witltlnv ietlido'iiltiasiJaio filrifiiiir6'.'tJ'i?lH!'or tosses arerecognized in connectioir with routine ietirementi oia"epreciat6 property,

Plant, property and equipment is summarized as follows:
2012 2011

tax returns with'its

Land and buildinos
Generalsupport-
Central office equipment
Circuit eouioment'
Cable anb ririre facilities

$._ $__

i'"H,TJ:1S3.5 Elllg"g,iilg%Y3"'.ll3'3?l;9"#,?T',11,T#TA33[3'riffii"'"',.8r,"'ffigru:Tfl:
composite annualaverage depreciation rate wai - - %irid 

- - %i;rroii';;d'ioii,'reSptdiiveiy.
4. Taxes

l?I jl.c.-o"T-e.lilP,!{rP_o_s!stt[q Co.mpirny is included in the federalconsotidated and state combined
I?I LeluTS with its parent, Chapin'Communications, tnc. roi nnanciii;;i,Hild i,nri6l-"J,-incometaxes are comouted and recorded as if the Compa.ny RteA separaG'income^tax returris, except tnit:(i) in the event.the-company geneiatesJnet tilldiiwrriiniE'iliiiizlo in chaoin commrrniearionc(r, rn tne evenl me uompany g.enerates a net tax loss which'is utilized in Chapin Conimuniiaii6nd,lnc's,returns, the company riitt be siven ih-e oenerrt oii;iji[ liilJ.-iiii"d]ii6l'ii"iJiiil"irl"= ,..the benefit of such toss, (ii) fedeiat income iaiei-ard
:iP:{lf,!* !::!^yrgLlt-'.qtyi"'v"qar.FF. il;#;ir ior cnjpil'cll*,ii"rjElt'i'.iili"inll and its

i#3i5l?7","E,f,BixBElgil:1,5,'r';"dlsJ't"*:i::l,l:H:"!:xiltiiqgl{,:q'#::"d";il';ihe taxdiin effect for Chapin Communicatioris, lnclinalii suoilciiary'iiriic-oiiuineo uasis,

&iiJf'&i:ffi"lSffit i::,ii,!:litl3'Jli !:lE.'?.?'i,"j 1!,iJ&3ilv*?,1g",?1-n.Tfil#$Jl{E&,i?
temPorary differences between the financial staiement Jno tdfualii cii]ljetEirt-iiiSir"iiE! 

"t 
tn"

iryiH?""rf,3ffi1",,fl"1?t L?'i,'d #gs3'sl'.STsiffi'slvilgJl::ok"$,{:k"i-tl;l?Bl'}ifii,?t1
reponrng purposes.

Igl_ryo.,y,lipns, charged to expense for the years
summarized below.

F^ederal lncome Taxes (Benefit)
Cunent - Ooeratino
Current - Nbn-opeiati ng
Defened - Operbting

Subtotal'

State lncome Taxes (Benefit)
Current - Ooeratino'
Deferred - Operatifiq

Subtotal'

Total lncome Tax Expense (Benefit)

Other Taxes
Ad Valorem
Miscellaneous

Total Income and Other Taxes

ended December 31, 2012 and 2011 are

2012

$

r--
$

s--
$

$

2011

$

$

s--
$

$

$__

REDACTED - FOR
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Chapin Telephone Company

Notes to Financial Statements

4. Taxes (Continued)

Totalfederal income tax expense, djvided b), jhe sum of-such tax expense and net income, resultsin an effective tax rate of apprbximitety ',%-;il' n-i;i'ilstz'aid-zciil,"idi'iLctivety. Thedifference between the 99*pri1,i'i t*eriieqeltiviilncorirl tax Ai;;,ni'in"-i.i.j"*,iiiitutory rate isprimarily a result of e.xpense's o6ouciluieJoi.iudh;idi're-6-rtffi prrpor"s that are not deductibte fortax purposes, and adjustments to prior year tax accruals.

IlgfgrfqlY PQriodically settlesamounts owed.to Chapin Communications, tnc. for income taxes.f-or the.year ended December 31 ,2012, federal anO iiate inco-" iax hanefirc Ltara rana,{ar{ aaL*l*"y:.^,,:9td*?"*$-ii 3t Z01r;r.idffir';il;f,ii;"#ffi;'ili"t!il*i!,1,?,J,iJl,JF",EiZl;For rne year ended December
receivables due from Chapinrecervabres due from chapin .c_ommunicatigns-,- lr1c. in the 

-amoifii-oJ'E;* -"'il-E:
f:f"{Y"ly: Ill.llfy"g loed oecemoei si, Zoi'i, rdii"r]riil iLte income tax tiabitities were
:::r*9^?: payablel to cna-pin communicddions:'i#-i,i-ih;'lritunt or $: and $lrespectively.

Effective Januarv 1.2012, the State of Michigan Corporate lncome_ Tax structure changed
II.J:#''?Ji'il'.*El"gi::"::::ti!!*,siit#^t" re:i.'* d#i.nr"n6'r"ri;,iuHv""lrs and

lncome_ Tax_ structure changed.
as such,ahe*l?Flsllgrls:gls_y9rg written on tJiiJtJint-rjnie-E*t;#.# iil'iiE L",fl"rff'Eifor the year ended December 91,2011,

Hflfii??ffi3:f.fd!?!":,j:,i!:?ii,iiaffiil?t [?r,,,,J,u3HiK s:i,?"ll["t.*,ti,,.,fitJt# t3iCompEny is entifled to tne eiJnimii
returns. No interest or oenalties relatr

resulting from tax lositions taken in iitcjiiiir iai
3enatn. tax positions has been recoqnized in the
rrs e_nded December 31, 2012 and 201 1. However.

returns. No interest or penaltie.s related to uncertain iat positi6hS rra:J ubdn 
'[tddnl'iE[' 

in tne
ll::g?jl1t1[,ejg:1"?:L:1"E...T:* 1".1",39,r:.qr{"^1q{_i,!;iil6$ iil'2dff,,iiloY'ilEl,wever,federal and state tax returns foiveJiJ iijo's'ini6ugl ,oi2-r;dil'fiid;ect to possibte audit.

Related Partv Transactions

I*?r?3flEifJif,l&i?ffr,jf,XTi"rt J6{:.,f,iionswrth 
its parent, chapin communications, rnc. and an

The company had the foilowing retated party transactions during 2012 and 2afi:
2012 2011

$$

$

$

the

$_--

$

REDACTED - FOR
PT'BLIC INSPECTION

Due from (to) affiliate - Chaoin
Communications, lnc., beiqinnino of vear

Allocation of state tax benefi[(exodnsei
Allocation of federal tax benedt (exoentiet
Cash payments to (receipts from;, het 

--'

Due from affiliate - Chapin
Communications, lnc., end of year

Due from affiliate - Chapin Lono
Distance, lnc., beqinnino of v-ear

Allocation of labor an-O OenbRtd
Toll and internet revenues billed and

collected for affiliate
DSL charges due from affiliate
Carrier ac-cess billing due from affiliate
uash payments to (receipts from), net

Due from affiliate - Chaoin Lono
Distance, lnc., end of year $-* _.* $__
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Chapin Telephone Company

Notes to Financial Statements

Commitments and Continoencies

nfrffHmn#ffi fJf#,E:lifl#3fiiirfi ri,"il',EPj:L*rfl $f; t{&"ffi l,rinrtrf Hfi2011.

Subsequent Events

iftiu?*tnr:{fl 3^##!H:ff,:Tl3f ,sTJoB?''sfl ?3i,'L3,T##'&:t8?,:l,fi lY3*1lf, t%:il?;which the financial statements were availabie itG i;iued. 
Frv,r'Y,
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